&? Progress Energy

October 29, 2008

Mr. Charles Terreni

Chief Clerk/Administrator

Public Service Commission of South Carolina
P. O. Drawer 11649

Columbia, South Carolina 29211

RE: Pilgrim’s Pride Corporation
Dear Mr. Terreni:

Attached is another article discussing Pilgrim's Pride's financial difficulties. This
information further supports the urgency and need for a waiver of Commission Rule 103-

331
Very truly yours,
Lon 8 Aoy b
Len S. Anthony
General Counsel-Progress Energy Carolinas
LSA:mhm
Attachment
268233

Progress Energy Service Company, LLC
PO, Box 1551
Raleigh, NC 27602
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Chicken Company Wins a Second Reprieve

BY LAUREN ETTER
AND Douc CAMERON

Lendersgamaaempmyre-
to chick any Pi

e company said Monday
t:hatlts lmdersagx%d ' gwelt:

unnlﬂwfzsmmm iﬂtorcompli-
ance w::th a certain -
debt covenant. This is
the second such waiver
since late September,
when Pilgrim’s first
warned it expected to
report a “significant

man Ray Atkinson said the re-
structuring officer will “help fa-
cilitate the company's execu-
tion” of its turnaround plan.
Pﬂgnm’s alsp announced

$
men'cdmmwz

Inamﬂatoryﬁhngldonday ;.l

Pilgrim’s also said it had Insti-
tuted change-of-control agree-

executives
deals requiring execu-
rives nol to share cer-
tain information with
competitors and sever-
ance payments.

loss” forits fourth quar- “Among the top four
ter ended Sept. 27, and | cxecutives included in
couldbe in danger of de- § the severance agree-
faulting on some debt. | mentsisLonnie KenPil-
The company based. zrim, who along with

in Pittsburg, Texas Lan *  his father, Lonnie “Bo”
: Pilgrim Pilgrim and mother, Pa-

ing pﬁc&S for feed, bad e tricia, control 62% of
bets on the grain market, falling  the company’s voting power.
‘prices for chicken and anincreas- The younger Mr. Pilgrim could
ingly untenable debt load. _ make as much as $1.2 million if
Now the near-frozen credit his job is terminated depending
market has landed Pilgrim’s oncontract specifics, according

Pride at the negotiating table
with a troop of bankers trying to
restructure the cumpaqy and re-
finance its debt. It is also in talks
with potential investors includ-
ing hedge funds and private-eq-
uity groups.

If the company can’'t raise’

money or eéxtract concessions
from its lenders, it could be
forced to seek bankruptey-court
protection.

Pilgrim’s Pride has
been squeezed by nsmg
prices for feed and
falling chicken prices.

Shares in the company fell
1.8%, or four cents, to $2.13 at 4
p.m. Monday in composite trad-
ing on the New York Stock Ex-
change. The stock is down 93%

year-to-date.

The new waiver announced
Monday retgﬁres the qupany
to hire a “chief restructuring of

ficer* within 10 business days of'

receiving a list of candidates
from its lenders.
In an email, Pilgrim’s spokes-

to Laurence Wagman, a consult-
ant at James . Reda & Associ-
ates LLC of New York, who re-
viewed company filings.

The other three nonfamily ex-
ecutives don’t appear fo have
any significant equity holdings
in the company, which makes the
severance agreements more rele-
vant as a way to “keep manage-
ment in place in the event a
change of control were to occur,”
Mr, Wagman said.

Like other companies in the
poultry industry, Pilgrim’s Pride
has been squeezed between ris-
ing prices for feed—principally

‘ corn—and falling prices for

chicken because of a glut in the
market. The economic downturn
also has exacerbated the sitna-
tion, as consumers cut back on
dining out.

Pilgrim’s said its lenders
have been “constructive and sup-
ponive th,mughont this challeng-
ing period” and that it harbors
hope the chicken industry will
turn around soon.

Industry data show that pro-
ducers have drasﬁcaily cut hack
on production, which could
tighten supply and lead to
higher chicken prices.

ments with its four top |
including




Moody's lowers Pilgrim's Pride's ratings (PDR to Caa2); outlook negative

'Haaﬂy's Invesiors Sarvice
Rating Action: Pilgrim's Pride Corporation
Moody's lowers Pilgrim's Pride's ratings (PDR to Caa2); outlook negative

New York, October 27, 2008 - Moody's Investors Service today lowered Pilgrim's Pride Corporation's
ratings, including the company's probability of default rating to Caa2 from B2, following Pilgrim's Pride's
announcement that it will not pay $25.7 million of interest on its 7-5/8% Senior Notes and its 8-3/8% Senior
Subordinated Notes when due on November 3, 2008 but will go into the thirty day grace period. The rating
outlook is negative. This rating action concludes the review for possible downgrade that originally began on
September 3, 2008. Moody's previous rating action, on September 25, 2008, was to lower Pilgrim's Pride’s
ratings and continue the review for possible downgrade.

Ratings lowered:

Corporate family rating to Caal from B2

Probability of default rating to Caa2 from B2

$400 million 7.625% senior notes due 2015 to Caa3 (LGD4, 67%) from Caal (LGDS, 84%)

$250 million senior subordinated notes due in 2017 and $5.1 million (original $100 million) senior
subordinated notes due 2013 to Caa3 (LGD5,83%) from Caal

(LGDS8, 94%)

Pilgrim's Pride has received a one-month extension of a temporary covenant waiver from October 28, 2008
to November 26, 2008. The company's extended bank waivers require that it engage a chief restructuring
officer. Unless otherwise approved by the lenders, Pilgrim's Pride will maintain $35 million aggregate
undrawn availability under the $550 million CoBank revolving credit agreement and the $300 million Bank of
Montreal revolving credit facility; for the Bank of Montreal RC, the amount of aggregate undrawn availability
is $75 million.

The ratings downgrade is based on the absence of a permanent amendment of the bank agreement and
Moody's concern that Pilgrim's Pride's liquidity will be constrained in the near term until its bank agreements
are permanently amended and its bond interest payments made.

The higher LGD ratings reflect Moody's expectation that recovery would be slightly better than average in a
default scenario given the nature of the company's assets and the amount of potential excess collateral.

The negative rating outlook incorporates the pressing near term need to bolster operating liquidity and make
the interest payment on the two bonds before the expiration of the grace period. Moody's notes the
annualized benefit of current feed grain costs, relative to conditions in late July, is approximately $1.1 billion.

Headquartered in Pitisburg, Texas, Pilgrim's Pride Corporation is the world's largest chicken company. Sales
for the twelve months ended June 28, 2008 were approximately $8.6 billion.

New York

John Diaz

Managing Director

Corporate Finance Group
Moody's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

http://www.moodys.com/moodys/cust/research/MDCdocs/27/2007300000544273 .asp?do...
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Standard & Poor's - Pilgrim's Pride Rating Lowered To 'CC'; CreditWatch Implications N... Page 1 of |

STANDARD
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Ratings
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Pilgrim's Pride Rating Lowered To 'CC'; CreditWatch Implications Now

Negative

Primary Credit Analyst:
Jayne M Ross, New York (1) 212-438-7857; Publication date: 27-Oct-08, 16:54:36 EST
jayne._ross@standardandpoors,com Reprinted from RatingsDirect

+ Current Ratings

NEW YORK {Standard & Poor's) Oct. 27, 2008--Standard & Poor's Ratings Services
today said that it lowered its ratings on Pittshurg, Texas-based Pilgrim's
Pride Corp., including its corporate credit rating to 'CC' from 'CCC+'. In
addition, we revised the CreditWatch implications to negative from develecping.
We originally placasd the ratings on CreditWatch with negative implications on
June 19, 2008, due to our concerns that in the near term, the company would
face eaven higher commodity costs because of the damage from heavy rains and
flooding in the Midwest to crops, especially the corn crop. On Sept. 25, 2008,
we downgraded the ratings on Pilgrim's Pride and revised the CreditWatc
implications to developing. These rating actions followed the company's
announcement that it would not likely be in compliance with the fixed-charge
ratio covenant as of its fiscal-year-end Sept. 27, 2008, due to & significant
loss in the fourth fiscal gquarter.

As of June 30, 2008, the company had about $1.%8 billion of debt
{adjusted for capitalized operating leases and accounts receivable
securitization program).

"The downgrade follows the company's announcement that it intends to
exercise its 30-day grace period in making the $25.7 million interest payment
due Mowv., 3, 2008, on its 7.625%% senior unsecured notes due May 1, 2015, and
£.375% senior subordinated notes due 2017," stated Standard & Poor's credit
analyst Jayrs M. Ross. If the company does not make the interest payments on
Nov 3, 2008, we will lower the ratings on those issues to ‘D',

"If Pilgrim's Pride can make the interest payments during the 30-day
grace period, we would review the ratings on those issues for an upgrade,"” she
continued,

Standard & Poor's will continue to monitor developments and take
appropriate rating actions as the situation necessitates.

Don't miss our Second Annual Retail & Consumer Products Industry Hot Topics
Conference on Nowv. 10, 2008. Event details can be accesssd at
www,events. standardandpoors.com/retailep

Complets ratings infeormatiocn is azvailable to subscribers of
RatingsDirect, the real-time Web-based source for Standard & Poor's credit
ratings, ressarch, and risk analysis, at www.ratingsdirect.com. All ratings
affected by this rating action can be found on Standard & Poor's public Web
site at www.standardandpoors.com; select your preferred country or region,
then Ratings in the left navigation bar, followed by Credit Ratings Search.

Aralylic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed (o preserve
the independence and objectivity of ratings opinions. The credit ratings and observations contained herein are solely stalements of opinion
and not statements of fact or recommendations 1o purchase, hold, or sell any securities or make any other Investment decisions. Accordingly,
any user of the information contained herein should not rely on any credit rating or other opinion contained herein in making any investment
decision, Ratings are based on information received by Ratings Services, Other divisions of Standard & Poor's may have information that is
nol available to Ratings Services. Standard & Poor's has established policies and p dures to maintain the co lity of non-public
information received during the ratings process.

Ratings Services racelves compensation for its ratings. Such compensation is normalty paid either by the issuers of such secunties or third
parties participating in marketing the securities, While Standard & Poor's reserves fhe right to disseminate the rating, it receives no payment
for doing so, except for subscriplions to Its publications. Additional information about our ratings fees is available at

www _standardandpoors com/ugratingsfeas.

http://www?2 standardandpoors.com/portal/site/sp/en/us/page article_print/2,1,1,0,120484...  10/29/2008



